REPORT OF THE AUDITOR-GENERAL TO THE NORTERN CAPE PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON NAMA KHOI LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the financial statements of the Nama Khoi Local Munlclpalfty set 
out on pages 10 to 89, which comprise the statement of financial position as at 

30 June 2013, the statements of financial performance, changes in net assets and cash 
flows for the yearthen ended, and the notes, comprising a summary of significant 
accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. '66 of 2003) (MFMAj and 
Division of Revenue Act of South Africa, 2012 (Act No, 05 of 2012) (DoRA) and for such 
internal control as the accounting officer determines is necessaiV to enable the 
preparation of financial statements that are free from materia! misstatement, whether 
due to fraud or error. 

Auditdr-Generars responsibility 

3. My responsibility Is to express an opinion on the financial statements based on 
conducting the audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the General Notice issued in terms thereof and International 
Standards on Auditing. Because of the matters described in the Basis for disclaimer of 
opinion paragraphs, howbver, I was unable to obtain sufficient appropriate audit 
evidence to. provide a basis for an audit opinion. 


Basis for disclaimer of opinion 

Property, plant and equipment 

4. The municipality did not review the residual Values, depreciation method and useful lives 
of properly, plant and equipment at each reporting date in accordanice with the 
Standard's of Generally Recognised Accounting Practice, GRAP 17, Proper/y, plant $nd 
aquipmant, and did not assess whether there is any indication that its proparty, plant 
and equlprhent may be impaired In accordanice with GRAP 26, Irnpairmerit of cash- 
generating assets, for the current and prior financial year. Property, pjarit and 
equipment are included in the financial statements at a zero net carrying amount whilst 
stii! being in use. I was not able to determine the correct net carrying amount of 
Infrastructure assets as it was impraplicable to do so. Additionally, there Is a 
consequential irhpact on the. impairment losses and depreciation in the statement of 
financial performance, surplus for the period and the accumulated surplus. 

5. 1 was unable to obtain sufficient appropriate audit evidence regarding property, plant 
and equipment, as I could not physically verify Ihe assets due to a lack of information on 
the asset register, I was unable to confirhi the physical assets by alternative means. 
Consequently i was unable to determine whether any adjustment relating to property, 
plant and equipment stated at R385 931 126 (2012; R379 773 747) in the financial . 
statements was necessary 

Revenue from non-exchange transactions 

6. i was unable to obtain sufficient appropriate audit evidence for revenue from non- 
exchange transactions as the municipality had an inadequate system of internal control 



to account for revenue and keep proper record of all revenue charged. 1 was unable to 
confirm the amount disclosed by alternative means. Consequently, I was unable to 
determine whether any adjustments relating to fevenuefrom non-exchange transactions 
stated at R84 618 '864 (2012: R79 131 167) in the financial statements were necessary. 
Additionally, there is a consequential impact on the surplus for the period and the 
accumulated surplus. 

Revenue from exchange transactions 

7. i was unable ip obtain sufficient appropriate audit evidence for revenue from exchange 
transactions as the municipality had an inadequate system of internal control to account 
for revenue and keep proper record of all revenue charged. I was unable to confirm the 
amount disclosed by allernattve means. Consequently, ( was unable to determine 
whether any adjustments relating to revenue from exchange transactions stated at 
Rips 433 613 (2012: R78 192 988) in the financial statements were necessary. 
Additionally, there Is a consequential Impact oh the surplus for the period and the 
accumulated surplus. 

Receivables 

8. ! was unable to obtain sufficient appropriate audit evidence for the calculation of the 
provision for impairment in terms of GRAP 104, Financiai insfrOnients and the balances 
disclosed for consumer debtors, I was unable to confirm these receivables by alternative 
means. Consequently, I was unable to determine whether any further adjustments to 
receivables from non- exchange transactions stated at R6 371 694 (2012: R4 070 738) 
and receivables from change transactions slated at R18 084 871 (2011: R4 555 717) 
in the financial statements were necessary. Additionally, there is' a consequential impact 
on the debt impairment In th^ statement of financial performance, surplus for the period 
and the accumulated surplus. 

Value-added tax 

6. I was unable to obtain sufficient appropriate audit evidence for the receivable for VAT as 
the' rriiinicipality could hot provide all the required supporting documentation to verify the 
calculations made by managemept for the VAT returns. I was unable to confirni the 
amount disclosed by alternative means. Consequently, I was unable to determine 
whether any adjustments relating to receivables for VAT stated at R9 620 047 

(201: R780 657 - payable) in the financial statements were necessary. Additionally, 1 
could riot determine the possible effect of all the limitations in this report on the 
receivables for VAT. 

Employee cost 

7. i was unable to obtain sufficient appropriate audit evidence for employee cost as the 
munidpaiity had an Inadequate system of internal control to account for employee cost. I 
was unable to confirm the attiount disclosed by alternatiyei means. Consequently, 1 was 
unable fb determine whether any adjustments relating to employee costs stated at 

R63 6.17 482 (2012: R54 704 601) in the financial statements were necessary,. 
Additionally, there Is a consequential impact on the surplus for the period and the 
accumulated surplus. 

Payables frcm exchange transactions 

8. I was unable to obtain siifffdent appropriate audit evidence for payables from exchange 
transactions as the municipality could not provide all the required supporting 
documentation, i was unable to confirm the amount disclosed by alternative means. 
Consequently, I was unable to determine whether any adjustmehts relatfrig to payables 
from exchange transactiohs at R79 367 232 (2012; R38 748 536) in the financiat 
statements were necessary. Additionally, there Is a consequential Impact on the surplus 
for the period and the accumulated surplus. 



Unspent conditional government grants and receipts 

9. I was unable to obtain sufficient appropriate audit evident^ for unspent conditional 
grants and receipts as the municipality could not provide all the required supporting 
documentation. I was unabje to confirm the amount disclosed by alternative meons. 
Consequently, I was unable to determine whether any adjustments relating to unspent 
conditional grants and receipfs stated at R19 303 587 (2012: R18 390 053) in the 
financial statements were necessary. In addition, documentalioti to establish if all 
transactions took place according to the conditions of each grant and whether the 
expenditure against the grants should have been transferred to revenue in the 
statement of firianciai performance could not be supplied. I was unable to copfirm these 
amounts disclosed by alternative means. Additionally, there is a consequential impact 
on the surplus for the period and the accumulated surplus 

Unpaid conditional government grants and receipts 

10. ! was. unable to obtain sufficient appropriate audit evidence for unpaid conditional grants 
and receipts as the municipality could not provide all the required supportShg 
documentation. I v^as unable to confirm the amount disclosed by alternative means. 
Consequently. 1 was unable to determine whether any adjustments relating to unpaid 
conditional grants and receipts stated at R8 403 409 (2012: RO) in the financial 
statements were necessary. Additionally, there is a consequential impact on the surplus 
for the period and the accumulated surplus. 

Accumulated surplus 

11. I was unable to obtain sufficient appropriate audit evidence regarding the accumulated 
surplus and statement of changes In net assets, as I could not obtain supporting 
documentation for the prior year corrections made as well as the limitations which was 
placed on my audit of numerous components of the financial statements. I was unable 
to confirm the accumulated surplus and the statement of changes in net assets by 
alternative means. Consequently, I was unable to determine v/hether any adjustments to 
the accumulated surplus stated at R300 267 287 (2012: R308 593 617) In the financial 
statements were necessary. 

Irregular expenditure 

12. I was unable to obtain sufficient appropriate audit evidence for irregular expenditure as 
the municipality could not provide af! the required supporting documentation. I was 
unable to confirm the arhount disclosed by alternative means. Consequently, I was 
unable to determine whether any adjustments relating to irregular expenditure stated at 
R25 198 228 {2012: R17 089 438) in the financial statements were necessary. 

Cash flow statement 

13. I was unable td obtain sufficient appropriate audit evidence regarding the cash flow 
statement due to the ilmitalions placed on my audit of various components of the 
financial statements. I was unable 'to confirm the cash flow staterhent by alternative 
mean's. Consequently, I was unable to determine whether any adjustment relating to the 
cash flow statement in the financial statements was necessary 

statement of comparison of budget and actual amounts 

14. I was unable to confirm the accuracy of the Statement of comparison of the budget and 
actual amounts included In the firianciai statements due to the significant casting 
misstatements and differences identified between the amounts included in the 
statements and the approved adjustment budget by councii. 

Financial sustainability 

1 5. As a result of the matters described in the basis for disclaimer of opinion paragraphs, 
the municipality may be in a worse financial posifion than the position reflected in these 




financial statements. The difficulties being experienced by the municipality in recovering 
its consumer debtors, the potential negative effect of this tendency on the cash flov^s of 
the municipality and the Inability to settle accounts payable \wthin an acceptable period 
indicate that there is a risk that the municipality may be exposed to serious financial 
difficuities in terms of section 138 of the MFIylA. The financial statements did not 
disclose any details of the uncertainty as per note 1.3 to the financial statements and 
have been prepared on a going concern basis. The municipality’s accounting records 
did not provide sufficient appropriate audit evidence that the municipality is able to 
continue as a going concern. 


Disclaimer of opinion 

1 a. Because of the significance of the matters described in the Basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit evidence 
to provide a basis for an audit opinion. Accordingly, I do not express an opinion on the 
financial statements. 


Emphasis of matters 

17. I draw attention to the matters beiow. My opinion is not modified in respect of these 

matters. 

Fruitless and Wasteful expenditure 

18. As disclosed in note 62 to the financial statements, fruitless and 

wasteful expenditure to the amount of R2 200 258 (2012: R644 923} was incurred. 
The. total amount of fruitless and Wasteful expenditure recorded In the annual 
financial, statements at 30 June 2013 amounted to R4 189 354 (2012:R1 969 096). 
The majority of fruitless and Vt/asteful expenditure is due to interest on late 
payments made to suppliers. 

Unauthorised Expenditure 

19. As disclosed in note 51 to the ffnahcial statements, Unauthorised expenditure to the 
amount of R21 086 482 {2012:Ri8 873 365) was Incurred. The total amount of 
unauthorised expenditure recorded (n the annual financial statement at 

30 June 2013 amount to during R110 851 103 (2012: R89 765 621) . The 
unauthon'sed expenditure is due to the overspending of the lota! amount 
appropriated for a few votes and departniertts of the municipality’s approved 
budget. 

Restatement of corresponding figures 

20. As disclosed in note 46 to the financial slatemenis, the corresponding figures for 
30 June 2012 have been restated as a result of an error discovered during 2013 ip 
the financial statements of Nania Khol Local Municipality at, and for the year ended, 
30 June 2012. 

Impairments 

21. As disclosed in note 14 to the financial statements the municipality had receivables 
from exchange transactions totalling R39 146 047 (2012: R29 180 304), A provision 
of R21 oai 1 76 (201 2; R24 624 687), In addition to the, provision above, during the 
financial year under review the 

22. As disclo.sed in note 12 to thefinanclai statements the municipality had receivables 
from non-exchange transactions totalling R14 111 156 (2012: R15 297 6.81), A 
provision fbr impairments of R7 739 462(2.012: RiO 426 943) has been made, 
against the debtors balance for doubtful debts. 



Additional matters 

23. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Unaudited supplementary schedules 

24. The supplementary information set out in appendix A to F does not form part of the 
financial statements and is presented as additional information, i have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 

Supplementary explanations of budget variances presented outside the financial 

statemerits 

25. the supplementary explanations of budget variances contained in the Actual versus 
Budget (Revenue and Expenditure) for the year ended 30 June 2013, as referred to in 
Appendix E(1), do not form part of the financial statements; I have not audited these 
explariaiiorjs and accordingly I do not express an opinion thereon. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

In accordance with the PAA and the Generat Notice Issued in terms thereof, I report the 
follovt/ing findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 


26. I p.erforrned procedures to obtain evidence about the usefulness and reliability of the 
information in the annua! performance report as set out on pages ... to ... of the annual 
report. 

27. The reported performance against predetermined objectives was evaluated against the 
pverali criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it is presented in accordance With the National 
Treasury’s annua! reporting principles and whether the reported performance is 
consistent with the ptanned development priorities. The usefulness of information further 
relates to whether indicators and targets are measurable (l.e, well defined, verifiable, 
specific, measurable and time bound) and relevant as. required by the Natioiml Treasury 
Framework for managing prograrntfte perforrhance information. 

The reliability of the information in respect of the selected development priorities is assessed 
to determine whether it adequately reflects the facts (i' e. whether it is valid, accurate 
and complete). 

28. The materia! findings are as follows: 

Usefulness of information 

29. The Municipal Systems Act,, section 41(c) requires that the integrated development plan 
should form the basis for the annual report, therefore requiring consistency of 
objectives, indicators and targets between planning and reporting documerits. A total of 
33% of the reported targets are not consistent with the target's as per the approved 
Integrated development plan. This is due to the lack of appropriate approval of changes 
to planned targets made during the year by the municipality. 

30. Section 25(2) Of the Municipal Systems Act determines that an integrated development 
plan adopted by a municipal council may be amended in ferhis of secijon 34 and 
remains In force until an integrated development plan is adopted by the next elected 



council. Therefore, if the integrated development plan Is changed in-yearthis process 
has to take place in accordance with the process as prescribed per section 34 of the 
Municipal Systems Act. A total of 75% of targets reported in the annual perforrnance 
report Were changed ih-yoar without foliovwng the process as prescribed iti section 34 of 
the Municipal Systems Apt and/or without adoption by the councii of the municipality. 

31 . The National Treasury Framework for managing programme performance infomiatlon 
(FMPPI) requires that performance targets be specific m clearly identifying the nature 
and required level of performance. A total of 33% of the targets were not specific in 
clearly Identifying the nature and the required level of performance. This was due to the 
fact that management was av/are of the requirements of the FMPPI but did not receive 
the necessary training to enable application of the principles. 

32. The National Treasury Framework for managing programme performance information 
(FMPPI) requires that indicators should have clear unambiguous data definitions so 
that data is collected conststeniiy and is easy to understand and use. A total of 45% of 
the indicators were not well defined in that clear, unambiguous data definitions were not 
available to allov/ for data to be collected consistently. This was due to the fact that 
management was aware of the requirements of the FMPPI but did not receive the 
necessary training to enable application of the principles. 

33. The National Treasury Framework fornianaging programme perfomiance information 
(FMPPI) requires that the indicator should relate logically and directly to an aspect of the 
institution's mandate, the realisation of strategic goals and objectives. A total of 33% of 
indicators did not relate logically and directly to an aspect of the Institution's mandate 
and realisation of strategic goals and objectives as per the three-year Integrated 
development plan. 

Reliability of Information 

34. The National Treasury Framework for managing programme performance Information 
(FMPPI) requires that institutions should have appropriate systems to collect, collate, 
verify and store performance information to ensure valid, accurate and complete 
reporting of actual achievements against planned objectives, Indicators and targets, l 
Was unable, to obtain the information and explanations I considered necessary to satisfy 
myself as to the reliability of information presented with respect to Infrastructure, 
Engineering a Technical Services. This was due to limitations pfaced on the scope of 
my work due to the fact that the institution could not provide sufficient appropriate 
evidence in support of the information presented with respect to the Infrastructure, 
Engineering & Technical Services. 

35. the National Treasury Framework for managing prograrrime performance information 
(FMPPI) requires that institutions should have appropriate systems to collect, collate, 
verify and store performance information to ensure valid, accurate and complefe 
reporting of actual achievements against plarined objectives, indicators arid targets. The 
iriformation presented with respect to Eiectrical. Engineering Services was not reliable 
when compared to the source Information and/or evidence provided. This was due to 
the jack of standard operating procedures for the accurate recording of actual 
achievements. 


Compliance with laws and regulations 

36. 1 perforryied procedures to obtain evidence that the munipipality has compiled with 
applicable laws arid regulation's regarding financial matters, financial management and 
other related matters. My findings on material non-compliance with specific matters in 
key applicable laws and regulations as set out In the General Notice issued In terms of 
the PAA are as follows: 



Budgets 

37. Expenditure was Incurred In excess of the limits of the amounts provided for In the votes 
of the approved budget, in contravention of section 15 of the Municipal Fihanca 
Management Act 

38. Quarterly reports were not submitted to the council on the Implementation of the budget 
and financial state of affairs of the municipality within 30 days after the end of each 
quarter, as required by section 52(d) of the Municipal Finance Management Act. 

Annual financial statements^ performance and annual reports 

39. Oversight report, containing comments on the annual report, was not adopted by council 
within two months from the date on which the 201 1/12 annua! report was tabled, as 
required by section 129(1) of the Municipal Finance Management Act 

40. The annua! report for the year under review does not include an assessment by the 
accounting officer of any arrears on municipal taxes and service charges, as required by 
S121(3)(e)ofthe MFMA. 

41 . The financial statements submitted for auditing were not prepared In all materia! 
respects in accordance with the requirements of section 1 22 of the Municipal Finance 
Management Act. 

Audit Committees 

42. The audit committee did not meet at least four limes a year, as required by section 
166(4){b) of the Municipal Finance Management Act. 

HR Management 

43. Th© competencies of financial and supply chain management officials were not 
assessed iri a timely manner in order to identify arid address gaps in competency levels 
as required by the Municipal Regulations on Minimum Competency Levels 
reguiatlon 13. 

44. The municipality did not submit a report on compliance with prescribed competency 
(eveis to the National Treasury and relevant provincial treasury as required by the 
Regulations on Minimum Competency Levels regulation 14{2)(a), 

45. The annual report of the municipality did riot reflect information on compliance with 
prescribed minimum competencies as required by the Regulations on Minimum 
Compstancy Levels regulation 14(2)(b)/14(3). 

46. The municipal manager and senior managers directly accountable to the municipal 
manager did not sign perfomiance agfeepients, as required by section 57(2)(a) 
Municipal Systems Act. 

47. The municipality did not develop and adopt appropriate systems (polloies) and 
procedures to monitor measure and evaluate performance of staff In contravention of 
MSAsec67(dj.' 

Expenditure Management 

48. Money owing by the municipality was not always paid v^fithln 30 days or an agreed 
period, as required by section 65(2)(e) of the Municipal Finance Management Act. 

49. Reasonable steps were not taken to prevent unauthorised expenditure, Irfegular 
expenditure and fruitless and wasteful expenditure, as required by section 65(2)(a) of 
the Municipal Finance Management Act 

Transfer of funds and/or conditional grants 

50. Sufficient appropriate audit evidence could not be obtained that the allocation for the 
Integrated National electrification Programme (Municipal) Grant was utilised for 



purposes other than those stipulated in the grant framework, in oontravention of section 
16(1) of the Division of Revenue Act. 

51 . Sufficient appropriate audit evidence could not be obtained that the aliocation for the 
Municipal Systems Improvement Grant was utilised for purposes other than those 
stipulated in the grant framework, in contravention of section 16(1) of the Division of 
Revenue Act. 

52. The m'unfcipaiity did not submit quarterly performance reports to the transferring national 
officer, the relevaht provincial treasury and the National Treasury, within 30 days after 
the end of each quarter, as required by section 12(2)(c) of the Division of Revenue Act. 

Revenue management 

53. A credit control and debt collection policy was not maintained, as required by section 
96(b) of the Municipal Systems Act and section 82(1)(f)(li!) of Municipal Finance 
Management Act. 

54. Ah effective system of internal control for debtors and revenue was not in place, as 
required by section 64(2){f) of the Municipal Finance Management Act. 

55. Sufficient appropriate audit evidence could not be obtained that revenue due to the 
munlcipalitY was calculated on a monthiy basis, as required by section 64(2)(b) of the 
Municipal Finance Management Act. 

Asset Management 

56. An effective system of Internal control for assets (including an asset register) was not In 
place, as required by section 63{2)(c) of the Municipal Finance Management Act. 

Financial Misconduct 

67. Unauthorised expenditure incurred by the municipality was not investigated to determine 
if any person is liable for the expenditure, In accordance with the requirements of 
section 32(2) of the Municipal Finance Management Act. 

58. Irregular expenditure incurred by the municipality was not investigated to determine if 
any person is liable for the expenditure, in accordance with the requirements of section 
32(2) of the Municipal Finance Management Act 

59. Fruitless and wasteful expenditure incurred by the municipality was not Investigated to 
deterrnlne if any person is liable for the expenditure, in accordance with the 
requirements of section 32(2) of the Municipal Finance Management Act 

Procurement 

60. Goods and services with a transaction value of belov/ R200 000 were procured without 
obtaining the required price quotations as required by 5GM regulation 17(a) S (c). 

61 . Contracts were awarded to bidders that did not score the highest points in the 
evaluation process, as required by section 2(1)(f) of Preferential Procurement Policy 
framework Act. 

62. Construction contracts were awarded to contractors that were not registered Vi/Ith the 
Construction Industry Development Board (CIDB) and did not qualify for the contract, in 
accordance With section 18(1) of the CiDB Act [and CIDB regulations 17 and 25[7A)] 

63. Construction projects were not always registered with the (CiDB), as required by section 
22 of the GIDB Act and CIDB regujatlon 18. 

64. Quotations were awarded to bidders who did not submit a declaration on whether they 
are employed by the state or connected to any person employed by the state, as 
required by SGM regulation 13(c), 



"s 


65. Awards were made to providers whose directors/ principal shareholders are in the 
service of the municipality in contravention of section 1120) of the MFMA and SCM 
regulations 44, Furthermore the provider failed to declare that he/she was in the service 
of the munjclpaiity/municipal entity, as required by SCM regulation 13(c). 

66. Awards were made to providers whose directors/ principal shareholders are In the 
service of other state institutions, in contravention of MFMA 1 12(j) and SCM regulations 
44. Similar awards were identified in the prior year and no effective steps were taken to 
prevent or combat the abuse of the SCM process in accordance with SCM regulation 
33(1). 

Predetermined objectives 

87. The IDP adopted by the municipality does not reflect and identify a financial plan or the 
key performance indicators and targets, as required by sections 26 and 41 of the 
Municipal Systems Act. 

68, The municipality did not afford the local community at least 21 days to comment on the 
final draft of its Integrated development plan before the plan was submitted to council for 
adoption, as required by Municipal planning and performance management regulation 
15(3). 

$9, The performance audit committee did not meet at least twice during the financial year, 
as required by Municipal planning and performance management regulation 14(3)(a). 

70. The annual performance report for the financial year under reviev/ was not submitted on 
31 August 2013 as required by MFMA Annual Report Circular 63 - 28 September 2012. 


Internal control 

71. I considered internal control relevant to my audit of the financial statements, annual 
perfomnanca report and compliance with laws and regulations. The matters reported 
below under the fundamentals of Internal control are limited to the significant deficiencies 
that resulted In the basis for disclainier of opinion, (he findings on the annual 
performance report and the' findings on compliance with laws and regulations Included in 
this report. 

Leadership 

72. Among finance staff there was a general lack of understanding of the accounting 
framevt'ork. This^ together with the nature and complexity of the valuation of assets and 
the unavaiiabiliiy of .historical cost information, contributed towards qualifications in the 
finaadal statements of the municipality, the municipality experienced challenges In 
measuring the value of ail assets under its ownership as these assets require a high 
level of Specialised expertise and knowledge of asset management and syMerns to 
ensure fair presentation of the amounts reported in the financial slatemehts 

73. The accourtting officer did not take appropriate action to address lack of disciplihe in the 
finance and supply chain management directorate, resulting in non-compliance with 
applicable legisiation, This, in turn, resulted in irregular expenditure. 

74. The chief financial officer djd not sufficiently monitor the recording and reconciliation of 
the financial records. Sufficient control measures were not developed by the chief 
financial officer, In conjunction with her support team, to address the qualifications 
reported in the prior years as identified In the action plan. 

76. The accounting officer did not regularly monitor management's compliance with faws, 
reguJatlohs and internally designed policies and procedures, As a result, significant non- 
corfipllanca Issues were noted 



Financial and performance management 

76. Finance staff had an insufficient understanding of the accounting framework. This 

contnbuted to the numerous qualifications in the financial statements of the municipality, 

11 . The financial statemants were hot properly reviewed for completeness and accuracy 
prior to submission for auditing. This resulted in many findings relating to incorrect 
disciosure 

78, Effective performance systems, processes and procedures and the management thereof 
have not been adequately implemented. The financial statements were also subject to 
materia] adjustments. Documentation supporting amounts disclosed in the financial 
statements and achievement of predetermined objectives targets disclosed in the annual 
report was not available. 

Governance 

79. The financial statements were subject to material corrections resulting from the audjt, 
which are attribufabfa to the lack of risk assessment performed, weaknesses in the 
design and implementation of internal control in respect of financial management, and 
financial reporting and weaknesses in the information systems. This also resulted in the 
prior year audit findings not being substantially addressed In certain instances. 

SO. The accounting officer did not prioriflse the appointment of the performance audit 

commjffee and therefore a performance audit committee was hot In operation during the 
financial year. This also resulted in the committee not being able to fulfil all its 
responsibilities - 

81 . A risk officer has been appointed and has compiled a risk register for the 201 2/201 3 
period, however no formal Risk Committee that .meets quarterly has been established. 



13 March 2014 



AUbftOR-QENERAi. 
^OUTH AFRICA 
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